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aggregating the estimated costs of production and adding
to this the rate of profit which is to be earned by the industry
and the various state taxes, notably the turnover tax, which
are added directly to the prices of goods. The profits of
local industries are divided into two parts. One part is
earmarked for social services within the city. The remainder
passes to the revenue side of the local soviet budget, from
which, of course, funds may subsequently be drawn for the
extension of the capital of the local industries. The profits
of a local industry may prove to be larger than was antici-
pated if the efficiency of operation exceeds expectation. In
such cases one-half of the surplus profits are earmarked for
social services within the city. There is, therefore, an induce-
ment, even within the framework of fixed prices,, for enter-
prises to work energetically, but I was unable to determine
how immediate and effective this incentive was. At the
present time, in order to stimulate the industries in the
rayons, they are allowed to plough back an abnormally high
proportion of their profits or surplus profits.

A great deal of attention has been devoted in recent
writings on Russia to the expansion and the increasing
independence of the local industries. This tendency is
widely regarded as evidence of growing decentralization and,
indeed, of the appearance of a type of private enterprise
within the economic system. But it would be unwise to
overestimate the importance of this movement or to regard
it as a notable departure in principle. Local industries are
responsible only for 10 per cent of total national production.
In the unified budget of the U.S.S.R, for 1936 the total
capital investment in industry is given as 15,000 million
roubles; the capital invested in local industry was only 291
million roubles. The local industries of the rayons, which
are being especially encouraged, are, of course, much less
important than this; in Moscow, the industries of the rayons
constitute only about one-fifth of the total of local industries
there. The spread of local industries in the U.S.S.R. does
not appear to involve a departure from the practice of
granting autonomy to local bodies only if this is consistent
with the rigid control of basic decisions at the centre.

75